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SUBJECT: Exclusion of Small Business Stock |ssued after 1/1/1999/Joint Study

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO NEUTRAL.

X REMAINDER OF PREVIOUS ANALY SIS OF BILL AMENDED 2/19/99 STILL APPLIES.
X OTHER - See comments below.

x

SUMVARY OF BILL

Under the Personal Incone Tax Law, this bill would (1) renove the sunset date on
the i ssuance of qualified small business stock, and (2) nake |egislative findings
and declarations relating to the double taxation of corporate dividends and
require the Franchi se Tax Board (FTB) and the Departnent of Finance (DOF) to
jointly prepare and rmake reconmendations to the Legislature no |ater than July 1,
2000, with respect to statutory changes ainmed at ending or aneliorating the
effects of the double taxation of corporate dividends.

SUMVARY OF AMENDMENT

The May 20, 1999, anendnent nodifies the legislative findings that relate to the
doubl e taxation of corporate dividends to recognize that this issue has different
inplications at the state and federal levels. It also requires the FTB and the
DOF to recogni ze the distinctions between the state and federal incone tax
systens in the joint statutory recommendations this bill requires these two
departments to nmake to the Legislature no later than July 1, 2000, with respect
to changes ained at ending or anmeliorating the effects of the double taxation of
cor porate dividends.

The specific findings, legislatively mandated reports and fiscal inpact contained
in the analysis dated February 18, 1999, still apply.

BOARD PCSI TI ON

At its March 23, 1999, neeting, the Franchise Tax Board voted 2-0 to take a
neutral position on the February 19, 1999, version of this bill
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